Based on the research conducted for this book, it is evident that these markets are undergoing significant economic growth. This growth coupled with a growing class of young professionals and the increasing number of middle-income households has created a demand for internationally recognized brands and products as well as for services of global standards. The arrival of foreign firms in the emerging markets has set a culture of competition and consumerism and has thus changed consumer behavior and lifestyle. Goods are now competitively priced and may also be purchased on credit. Clearly, a better understanding of the competition, business, economy, and social dynamics is needed. The business experience and academic expertise of the contributors of this book will provide the reader with the necessary information to make informed decisions when dealing with the emerging markets.
I urge you to recognize the benefits associated with the business practices highlighted in this book. The comparative nature of some of the chapters will further enlighten you about marketing areas where foreign firms can learn from local firms-and vice-versa-to achieve a sustainable competitive advantage in the global marketplace.
Chapter 1 Introduction

Satyendra Singh
In the last decade or so, several developing countries have been adjusting their economies through economic reform policies whose impact on the markets and consumers are significant. For example, the rapid changes in the international markets and their ever growing importance to firms of all sizes mean that local firms are now forced to compete with the foreign firms that take advantage of relatively low investment costs and to increase their global presence through strategic international alliances. Firms make decisions to enter foreign markets on the basis of the market development prospects and expansion of local economies. Falling trade barriers and the advent of new technologies suggest that local firms have to work harder and smarter to stay ahead of growing competition. In response to such changes taking place in markets, it is logical to expect that the arrival of foreign firms forces local firms to either adopt foreign business paradigm or face the prospect of extinction. For instance, local firms now have to resort to innovation, technology upgrades, and customer service in addition to paying attention to activities such as market orientation, ethical issues, changing lifestyle, and consumer behavior, and so forth.
The reason for adopting the business paradigm is simple: now consumers in the emerging markets are able to compare products and services between local and foreign firms. As a result, local firms have become competitive by being market oriented, that is, being able to meet the needs of customers. But satisfying the needs of customers is not sufficient, because some demanding customers have a desire to know the production process as well. They want to ensure that firms do not exploit the environment, experiment on animals, or engage in unethical practices. The sources for such education were Internet technology, mass communication, and the strong positioning of foreign brands that were perceived as pure, natural, and free from unethical practices-either during the production process or while marketing. Further, the economic reform policies designed to increase the purchasing power of consumers contributed to an increase in their spending that gave birth to consumerism. Because marketing is the core discipline of consumption, it is uniquely empowered and positioned to influence consumer behavior. This book is designed to highlight current business practices in the emerging markets by tracking business and ethical orientation of firms, monitoring lifestyle and consumer behavior, and reporting business performance measurement and standards.
Aims and Objectives of the Book
The aims and objectives of this book are to provide (1) a text in international business that is applicable to both business students and practicing managers in emerging markets of transitional economies; (2) a coverage of business orientations such as market, social, economical, and ethical orientations as strategies to achieve competitive advantages; (3) a coverage of changing lifestyle and consumer behavior in the emerging markets; and (4) an assessment of resultant business practices and performance measures adopted by International Joint Ventures.
Definition of Emerging Markets
Definition of emerging market is controversial and inconsistent (Batra, 1999; Peng, 2000) . Organizations such as International Monetary Fund, United Nations, and the World Bank, among others differ in their definitions. Thus, there is no worldwide agreement on how to categorize countries based on development. A common wisdom is that developing and emerging markets have traditionally been defined not by what they are but by what they are not. For example, Hong Kong has a well-developed local economy, but its domestic market is miniscule given the size of its economy. Its economic prosperity is based on import and export to China. So, Hong Kong may be a developed country in a narrow-definition sense but it suffers from a risk exposure equivalent to any emerging market. Most business and investment managers agree with this line of argument. In general, emerging markets of particular interest to international investors and business managers are those tracked by the International Finance Corporation (IFC) and the Morgan Stanley Capital International (MSCI). The IFC definition of emerging market has four characteristics: (1) growth, (2) change (economic, financial, and political), (3) ability to invest, and (4) size and liquidity. MSCI distinguishes between emerging markets and developed countries using three criteria. To be classified as a developed country, (1) the country's per capita income must exceed $10,000; (2) the country should have stable macroeconomic policies; and (3) the market capitalization of publicly traded companies and the volume of shares traded on the stock exchange should be sufficient. Failure to meet any of the above criteria will classify the country as an emerging market. Thus, Israel or South Korea would pass the income criterion and yet belong to emerging markets. The World Trade Organization (WTO) does not have definitions for developed or developing country. It distinguishes between the two sets based on self-selection. Two-thirds of the WTO's 149 member countries are designated as developing countries, of which 50 are designated as least-developed countries. The United Nations Development Program (2005) classifies countries based on a human development index for each country that takes into account factors such as life expectancy at birth, adult literacy and educational attainment, and gross domestic product (GDP) per capita at Purchase Power Parity (PPP). A low to medium score on the index usually corresponds to characteristics of emerging markets. Similarly, the World Bank's (2006) classification of countries is based on gross national income per capita (GNI) adjusted for currency fluctuations. Clearly, different definitions will result in different classifications of countries, because the characteristics are country specific. Therefore, each chapter in this book gives its own definition of emerging market and follows in general what Errunza (1997) suggests: the true test for emerging status is the commitment and credibility of reforms/liberalization together with an acceptable market development and a potential for investments. The implicit or explicit barriers to the free flow of capital that segment emerging markets are the defining characteristics. Geographically, emerging markets comprise of former states of Russia, Eastern Bloc, Asia, Middle East, and a few countries in Latin America and Africa. It is also suggested that some emerging markets such as India, which once (1000 B.C) had a well-developed economy, should also be classified as re-emerging markets. For the purpose of the book, emerging markets are practically synonymous with re-emerging markets and developing countries.
The Conceptual Framework of the Book
The premise of this book is that consumer behavior is influenced by what firms offer and how they educate consumers to consume. Figure 1 .1 captures the general structure and process of consumer behavior that leads to formalizing business practices and strategies. This framework, although fairly simple, theoretically sound, and intuitively appealing, reflects our beliefs about the general nature of consumer behavior. The arrows flow in opposite direction because of the interactive nature of the factors that determine the relationship between business practices and emerging markets. Further, merit of the feedback mechanism demonstrates that emerging markets are dynamic and subject to change.
Although a competitive advantage can be achieved through several strategies (e.g., by emphasizing on superior quality products and services, attaining economies of scale, pursuing innovation, and developing technology, among others), the concept of achieving competitive advantage through developing business and ethical orientations in firms in emerging economies is relatively new and scarcely tested. Little is known about how managers decide what competitive advantages distinguish their businesses from competition and how those advantages were gained. Drawing on Day and Wensley's (1988) theory of sourceposition-performance, we have conceptualized emerging markets as the source, business and ethical orientations as the competitive positional advantage of the firms, lifestyle and consumer behavior as outcome of the positional advantage, and emerging business practices as resulting performance of the firms. We hypothesize that emerging markets are the source of competitive advantage because these markets present opportunities to foreign firms to enter the markets and market their products and services. We assume that the foreign firms that exploit the emerging markets are business and ethically oriented. Extending the seminal work of Keith (1960) about Pillsbury's evolution through production, selling, marketing, etcetera, we define business orientation as a three-component-marketing, social, and economic-orientation that aims to achieve desired exchange outcomes (sales and profit) with target markets (Kotler, 1997) .
For the definition of ethical orientation, we have drawn on two moral philosophies: deontological and teleological. Deontological philosophy is rule-based and incorporates the use of logic and code of ethics protocol to identify moral duties, whereas teleological philosophy is consequence-based and incorporates the use of cost-benefit analysis, and the evaluation of costs incurred by society as a whole. We have also assumed that foreign firms and consumers have higher moral standards and purchasing power than firms and consumers in emerging markets. Through this assumption, it is logical to expect that the presence of foreign firms in emerging markets will force local firms to be business and ethically oriented. Thus, we hypothesize that local managers will attempt to position their firms as business and ethically oriented to have competitive positions over their nonbusiness and nonethically oriented counterparts.
Then, these firms are expected to use their competitive position to influence the lifestyle of consumers, modify their behavior, and increase their spending. This is probably not news; however, the extent to which business and ethical orientation of firms contributes to lifestyle and changing consumer behavior can be surprising. To explain this, we advance the theory by adding an intermediary step that we call positional advantage outcome to the framework, as it is necessary in an emerging market to modify significantly the lifestyle of consumers before firms can expect to notice superior business performance. This is because of two reasons that, although less applicable to Western markets, are significant in emerging markets. First, the consumers in emerging markets are not used to foreign or foreign-style products (e.g., not accustomed to eating burgers in breakfast-cultural
